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Abstract. This paper studies the acceptance of an innovative e-commerce product 
by customers, and how the market characteristics influence its adoption and 
diffusion. By introducing the concept of e-readiness, which summarizes a broad 
set of characteristics of a given country, we were able to analyze the factors that 
drive the adoption of an innovative solution in a market. Our findings suggest that 
both environmental and firm level factors play an important role in the adoption 
of an innovative e-commerce solution. 
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1. Introduction
The use of the Internet as means of conducting business continues to grow and has 
become one of the core components of many firms’ business strategies [1]. These 
technological and social changes are transforming the global economy into a state 
where e-commerce is embedded in many companies’ business strategies [2]. For the 
purposes of this paper we adopted the definition of Gibbs, Kraemer, and Dedrick, who 
define e-commerce as “the use of Internet to buy, sell or support products and services” 
(p.4) [3]. Although the introduction of e-commerce has enormous business potential, e-
commerce is still largely undeveloped in many countries around the world [2], [4]. The 
level of adoption of e-commerce is unequal between different countries and it requires 
an understanding of the local characteristics of each market [1]. Gibbs, Kraemer, and 
Dedrick argue that although globalization has, generally, a positive effect on the 
adoption of e-commerce,  its influence is mediated by the national characteristics of 
each market [3].  
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When it comes to innovative products related to the Internet, researchers tend to 
proclaim the level of e-readiness of a country as the main measure of how prepared a 
country is to accept electronic activities such as e-commerce [5]. Pare argues that 
creating an e-ready environment is not enough for a successful acceptance of e-
commerce in a country, as besides the environmental factors, one must also look at 
firm-level factors [6]. Hence, this paper seeks to arrive at an understanding of both 
environmental and firm-level factors that were detrimental to the successful sales of an 
e-commerce product.
Measuring e-readiness is not a simple task and, as Maugis et al. argues, although there 
is a vast body of studies addressing e-readiness, there is not a coherent view of the 
realities in hand [7]. According to Al-Solbi and Mayhew, the literature still seems 
fragmented and there is not a single framework that has earned ample acceptance [8]. 
Bui, Sankaran, and Sebastian develop a framework to evaluate e-readiness of a nation 
based on eight factors, which, in turn, are measured by 52 different indicators [2]. Their 
framework has been validated and it identifies the following major factors: 
knowledgeable citizens, access to skilled workforce, macro economy, digital 
infrastructure, industry competitiveness, culture, ability and willingness to invest, and 
cost of living and pricing. However, their proposed framework focuses only on 
national-level indicators and does not take into account the organizational variables, 
which affect business’ decision to adopt e-commerce. On the other hand, Molla argues 
that contrary to the belief that environmental factors are the key enablers of successful 
e-commerce adoption, key variables are the ones related to organizational e-readiness
[9]. This statement is backed by the research conducted by Molla and Licker since their
findings suggest that organizational factors have a greater influence on e-commerce
adoption than environmental ones [10].
In response to this issue, we reviewed the existing e-readiness literature and found that 
the model developed by Molla and Licker as the most suitable for our case study [10]. 
Therefore, as Ali and Alrayer acknowledge, this model is followed by many researchers 
due to its inclusion of both external and internal factors [11]. Another reason why this 
model is adopted in this paper is the fact that as Dada notes, its theoretical grounding is 
based purely on businesses with a sole intention of undertaking e-commerce [5]. 
Finally, it is also very important that this model is developed specifically to address 
factors that affect the adoption of e-commerce in developing countries.  
2. Methodology
This paper will apply the PERM model developed by Molla and Licker on a single case 
study [10]. It is suggested that a case study approach is suitable when there is a need to 
focuses on ‘how’ and ‘why’ types of questions, when the behavior of those involved 
cannot be manipulated and finally, when the contextual conditions need to be covered, 
because they are relevant to the phenomenon under the study [12].  
The case study involves a software company, InoTek (fictitious name). The analysis 
was conducted from June 2014 to December 2015. It has combined a variety of sources. 
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The researcher was involved in numerous meetings, sales opportunities and had 
frequent consultations with the two founders regarding their customers and prospects. 
Additionally, the documentation provided by InoTek was thoroughly analyzed, 
including their business plans for 2012 and 2013. A phenomenological approach to the 
data was utilized. Husserl defined phenomenology as “the science of essence of 
consciousness” and focused on defining the concept of intentionality and the meaning 
of lived experience, from the first-person point of view [13]. 
The population consists small and medium enterprises operating in the Macedonian 
market and the sample consists of five companies, which were given free e-commerce 
packaged software. The interviews were conducted over a telephone. 
3. Case Study: InoTec
The company started in 2012. Both founders noticed that the Macedonian e-commerce 
market is not yet developed to its full potential and believed that they could exploit this 
opportunity by exporting an e-commerce software product whose sale was a success in 
Turkey. Once the software (the e-commerce product) was localized, the two founders 
employed a sales team, consisting of two people and a supporting technical staff, 
consisting of four people. Their target market was comprised of the small and mid-sized 
companies in the Republic of Macedonia. Companies which were operating without a 
website, or having a website publishing basic company information without any 
interactivity or a retail companies that could sell their products online. 
The InoTek’s product was a packaged software solution, which aimed to cater for the 
needs of many. It incorporated a high level of functionality and was far more 
configurable than a custom developed one. Furthermore, it accommodated options for 
adjusting largely the contents and appearance  on a regular basis, incorporating 
thousands of ready-to-use design templates and many supplementary features, which 
allowed the user to easily set-up and manage the website or e-commerce store. Finally, 
all the required adjustments could be implemented in significantly less time and without 
any additional costs compared to custom developed software where beside the higher 
costs, one have to dedicate a large amount of time for development purposes. 
The product was designed to be sold on a market shelf in a commercial paper box that 
included a detailed three-step guide and a compact disk containing video tutorial. Since 
the goal of the founders was to position the product in all the biggest IT store chains in 
the Republic of Macedonia. This innovative way of sale allowed them to increase the 
number of sales channels. InoTek entered the market by signing consignation 
agreements with three major IT store chains. By using this model, the InoTek’s team 
placed the product boxes in more than 20 IT stores and gained a network of more than 
25 well-trained sales representatives. The IT stores salespersons who examined 
InoTek’s product were all impressed with the software’s capabilities as InoTek’s 
solution provided great features at a good price.  
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InoTek’s marketing efforts began at the same time as the launch of the product. A 
small-scale online marketing campaign was launched to increase the awareness of 
potential customers about the new product. Furthermore, a number of potential 
consumers arranged appointments with InoTek’s sales team, however, none of them 
had the intention to purchase the product and all were interested in a custom software 
solution.  
InoTek’s team also did regular follow-ups with the sales representatives in the IT 
stores. Their feedback was noted and showed that the interest in the product was 
present. However, results from the twelve months sales in the IT stores was far from 
positive since no sales were made. In order to excite the product, InoTek gave five free 
of charge products randomly to potential customers. All customers were informed that 
the product was free of charge and the only fee they would need to pay was for the 
domain name and the hosting fee. After two weeks of continuous calls for reminding 
the customers to activate the product, none of them did. Moreover, the researcher 
carried out lengthy telephone interviews with all five customers in order to evaluate the 
reasons behind their unwillingness to adopt the e-commerce solution. 
Since no actual sale of the product was achieved, InoTek realized that the product was a 
complete failure and recalled all products from the IT stores. At the time of publication, 
InoTek is not in business anymore.  
4. Case Study Analysis
The case study analysis is conducted using the PERM framework proposed by Molla 
and Licker [10]. The “Perceived E-Readiness Model” (PERM) postulates that the 
adoption of a given technology is determined by a combination of both perceived 
organizational e-readiness (POER) and perceived environmental e-readiness (PEER). 
POER is defined as the degree managers believe that their organization has the 
awareness, resources, commitment, and governance to adopt e-commerce while PEER 
as the degree to which managers believe that market forces, government, and other 
supporting industries are ready to aid in their organizations’ e-commerce 
implementation [10].  
This research will apply the proposed model to the information contained in the case 
study of InoTek and thus, using the proposed variables in the model, we will conduct a 
qualitative analysis of the organizational and environmental factors that influence the 
adoption of the company’s e-commerce software. The definitions of the PERM 
variables used in this case study analysis are identical to the definition by Molla and 
Licker [10].  
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4.1. Perceived Organizational E-readiness (POER) 
In order to measure the POER factors, we will use the information obtained by 
telephone interviews made with the five companies’ representatives that were given the 
software free of charge and which did not adopted it. Hence, these measures represent 
the level of perceived e-readiness of these five companies.  
Awareness -The awareness of e-commerce among the interviewed companies was not 
very high. Most of the interviewed managers were convinced that e-commerce is a 
western trend, which is not yet applicable to our environment. However, many of the 
managers answered that they are aware of the potential benefits that the adoption of e-
commerce can bring and thus, it is something that they are considering. 
Commitment - The commitment for e-commerce among the interviewed companies 
was non-existent since none of them had a clear vision of e-commerce, or a strategy for 
its implementation.  
Governance - The interviewed companies also scored very low on this variable since 
their organization was not aligned for e-commerce adoption. Hence, not only they did 
not have clearly defined roles for the adoption of e-commerce, but also they did not 
have any employees to guide the initiative in the first place.  
Human resources - The interviewed companies had a strong score on this variable, as 
almost all of their employees were computer literate and had unrestricted access to 
computers. 
Technological Resources - In general, the interviewed companies scored low on this 
measure as the majority of them had limited experience in working with network-based 
applications and did not possess technical resources to implement e-commerce. 
Furthermore, the majority of them had systems that were not flexible. 
Business Resources - The interviewed companies also scored very low on this measure 
as the majority of them reported that they do not have the adequate capabilities to use 
the e-commerce software. Furthermore, they also reported that their organization is not 
very open to innovative solutions since they are not capable of dealing with rapid 
changes.  
4.2. Perceived environmental e-readiness (PEER) 
In order to measure the PEER factors, we will use the Global Information Technology 
Report 2013. The report is regarded as the most authoritative and comprehensive 
assessment of how ICT affects the competitiveness and well-being of nations [14], [15]. 
Government’s e-readiness - Government e-readiness in Macedonia tends to be very 
high. The Global Information Technology Report 2013 shows that on the question 
“How would you assess your country’s laws relating to the use of ICT (e.g., electronic 
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commerce, digital signatures, consumer protection)? [1= highly undeveloped, 7 = well 
developed], Republic of Macedonia is ranked 62nd with a score of 4.1 points out of 7. 
Regarding the Importance of ICTs to government vision of the future, Republic of 
Macedonia is ranked 61st with a score of 4.1.  In 2012/2013 regarding this question 
Republic of Macedonia is ranked 29th with a score of 4.6 and in 2015 Republic of 
Macedonia continues to progress by 10 more places and it is ranked 19th out of 143 
countries with a score of 4.9 points [14]. 
Market forces’ e-readiness - Market forces e-readiness in Macedonia tends to be high. 
On the question: “In your country, to what extent do businesses use ICTs for 
transactions with other businesses?”  Macedonia is ranked 56th with score of 5.0. On 
the other hand, 68.3% of the households in Macedonia have personal computers, and 
61.9% have Internet access [14]. 
Supporting industries’ e-readiness - Supporting industries e-readiness in Macedonia 
tends to be high. The level of competition index for Internet services, international long 
distance services, and mobile telephone services in Macedonia on a scale from one to 
two, is rated one. Furthermore, the telecommunication infrastructure can be considered 
reliable and efficient to support e-commerce and e-business in Macedonia. International 
Internet bandwidth (KB/s) per Internet user in 2013 or more recent, is 36.4, when in 
Hong Kong in same year ranked 2nd has 1,939.5 (KB/s) per Internet user. The number 
of secure Internet servers per million inhabitants scores 28.6 according to the Global 
Information Technology Report 2013 [14]. 
5. Conclusion
Most of the studies regarding the adoption of e-commerce in developing countries are 
focused on a macro level and environmental constraints; however, clearly those factors 
are not the only constraints. The organizational factors tend to be more important and 
pose a significant barrier [10]. By implication, a multilevel model is essential to 
explicate the diffusion of e-commerce in developing countries. The results indicate that 
firms in developing countries should pay attention to both organizational and 
environmental considerations when making e-commerce adoption decisions.  
Our findings confirm these earlier arguments against considering just the environmental 
factors since the analysis showed that besides the somewhat favorable environment for 
e-commerce adoption in the Republic of Macedonia, the companies who obtained the e-
commerce software failed to do so. Even though they were aware of the potential
benefits of its adoption and use, they considered the product being “ahead of their
time”, a product that they are not prepared for yet. Hence, our findings suggest that
creating an environment supportive of adoption of new technologies is not enough, as
organizational factors also play a very important role. One company’s resources,
commitment, and awareness could be either the key to success or detrimental for the
implementation of different technologies.
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A limitation of this research was the small sample size of only 5 companies. Therefore, 
the possibilities for a further research are present.   
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